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ABSTRACT

There are two sources of competition in the labor markets of the Group of 20 (G20).
One is modern technology, which is changing the future of work. The other is relative-
ly older, but has increased in recent years: immigration. The two sources of competi-
tion share a denominator, which is the notion of “us vs. them,” and both are amplified
by the consequences of COVID-19.

This policy brief scrutinizes the impact of technology, immigration, and COVID-19 on
the labor markets of developing economies and sets forth several policy recommen-
dations to bridge the gap between birth rights and human rights.

Linglgisill g ol (G20) ¢pyiirell d cgaaal Jaell §lgwi -0 dwdliall jabno (o ylegi cllio
929 :63 154 wigiwll -6 51j ais) i pn_éip_n.o g g 5Vlg.Jaell Jidi wo p1ei il diyaall
UL il Lamilsg " @365 (Jai" 6456 g @g9.dwdliall g Ja oy i o g wlé d_dig.d) aamll

(19-24695) LigJgS ug 6 daily ¢ daslill

Joell glg i 9 (19-21095) LigJgS yug 16 dailag 61 aalig eiliiaill il 1ae dawluull jogo Janaig
drwiisall §g6aJl (ju dgaadll A wld caluwbldl LJL...?.j.l alungill (o ayaell pa 819 duolill gylalll o

JluiMl @g 619 aMgliaio

T20 SAUDI ARABIA



CHALLENGE

Before the COVID-19 pandemic, the local labor force in immigrant hosting countries
was already under two types of pressure. First, digitalization and artificial intelligence
(Al) are disrupting the traditional work environment. Commonly referred to as “robots
replacing humans in the workforce,” the impact on the future of work is gradually
becoming more visible.

Since the world is in transition, the impact of new technologies on the economy is
asymmetric. Take, for example, online food ordering platforms. The highest level, the
collection and transmission of orders is an Al task. The middle level, where orders are
processed and prepared in restaurants, is not yet fully automated, but possesses a
high potential for further automation. At the lowest level, order delivery is carried out
by low skilled couriers. Alarmingly, working as a food courier is associated with traffic
accidents: 90% of all traffic accidents in Nanjing, China, involved food delivery couriers
(China Labour Bulletin 2017). Moreover, the same urban space attracts immigrants
who add to congestion while seeking employment. Thus, migration is an urban prob-
lem.

Second, immigrants compete with natives in the labor market. The notion of immi-
grants crowding out locals in destination countries gives rise to “birth rights versus
human rights” protests in numerous countries. However, welcoming immigrants to
the labor market allows natives to perform jobs demanding a higher set of skills.

The COVID-19 pandemic has changed this situation. Lockdown measures designed to
control the spread of the virus have led to a slowdown in economic activity all around
the world, especially in developing countries that are hosting the majority of refu-
gees. Decline in natural resource prices, tourism revenues, remittances, and other ex-
port revenues due to slowdown in economic activity is particularly bad for developing
economies with savings deficits and/or foreign exchange debits.

Two examples from G20 countries standout: the emerging economies of Turkey and
Brazil. The former hosts 3.5 million Syrians' and the latter is the country with second
highest positive COVID-19 cases in the world: 2.8 million.? Attending to both subjects
requires financial resilience. The latter is questionable as both economies face in-
creasing difficulties to meet the obligations of maturing debts and deteriorating fis-
cal deficits (IMF 2020).

1. Ministry of Interior, Directorate General of Migration Management, Statistics of Temporary Protection,
accessed August 6, 2020. https://en.goc.gov.tr.

2. Coronavirus Research Center, John Hopkins University, accessed August 5, 2020. https://coronavirus.jhu.
edu/map.html.
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Thus, the already rather asymmetric and messy transition to the future of work is
becoming more challenging with the virus. The digitalization process, which causes
rising competition between natives and immigrants, is being aggravated by the rapid
contraction in economic activity due to COVID-19.

Hence, the challenge at hand is multifaceted and requires the involvement of differ-
ent stakeholders at multiple levels. This policy brief examines the impact of technol-
ogy, immigration, and COVID-19 on the labor markets of emerging and developing
economies and sets forth a number of recommendations for the G20 to address them.
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PROPOSAL

The rapid development of artificial intelligence (Al), machine learning, and robotics
has generated both positive and negative by-products. These new technological ad-
vancements are creating newfound capabilities and offering both higher productivity
and greater job quality. A leading financial technology company in China, for exam-
ple, introduced Al to fill the tasks of loan officers. In return, the company hired 3,000
data analysts to look after the algorithms of lending (World Bank 2019). These results
indicate that Al creates jobs. Second, utilization of Al requires skills upgrades for the
future of work, namely programming and coding.

Nevertheless, there are worries and malpractices associated with technological ad-
vancements. These include the potential displacement of human labor (Brynjolfsson
and Mcafee 2011), broadening income inequality (Acemoglu and Autor 2011), and the
expanding share of informal employment, which affects the quality of jobs created
(OECD 2016a).

These worries are present in both developed and developing economies. However,
they are more prominent in the latter. The rapid growth of the labor force in relatively
young societies of developing economies raises concerns about their ability to ac-
commodate the expanding working-age population due to inadequate job opportu-
nities. Combined with technology that permits developed countries to return produc-
tion facilities to nearer proximity locations, or even back into domestic markets due
to fully automated factories, a process referred to as reshoring (De Backer et al. 2016),
developing economies suffer from premature deindustrialization (Rodrik 2016). This
means that there is less economic convergence and slower urbanization. Therefore,
youth in developing countries will prioritize emigration for better opportunities.

Initial estimates showed that automation poses a higher risk of large-scale displace-
ment in the labor markets of developing countries since there are abundance low-
wage and low-skilled occupations (Bowles 2014). Recent studies, however, based on
analyzing either tasks (Nedelkoska and Quintini 2018) or work activities (Manyika,
Chui, et al. 2017) indicated that the share of jobs at risk of automation may have been
significantly over estimated by initial studies. Still, some developing countries are
more predisposed to a greater risk of automation because of two factors: diverse in-
dustry and occupational structures, and dissimilarity in job content within the same
industries and occupations (Nedelkoska and Quintini 2018).
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Nevertheless, there are factors delaying the exposure to automation in developing
countries. First, the speed of adopting new technologies is slower due to the associ-
ated costs of utilizing robots (Manyika, Lund, et al. 2017). Unlike the case in developed
economies, the lower labor costs, mainly low wages, in the developing economies
are favorable for the traditional labor force. However, the costs of using robots will
be lower in certain developing economies, such as China, where wages are expected
to continue rising (Sirkin, Zinser and Rose 2015). In addition, the population in most
developing countries, particularly those with a working age population, is expected
to grow. In other words, the higher the age dependency ratio, usually the case in de-
veloped countries, the higher the tendency to use robots in order to offset the effects
of the aging population (Acemoglu and Restrepo 2017).3 Moreover, the production
structure in developing countries is dependent on informal micro-size enterprises.
Thus, adopting technology becomes more difficult (Sudhir and Talukdar 2015).

Invest in developing the skills of the youth to prepare for the future of work and re-
duce polarization in the labor market. In developing countries, the poor reading and
numeracy skills among adults (OECD 2013) and the severely limited Information and
Communication Technology (ICT) skills of the workforce slow the pace of automation
(OECD 2016b). Needless to say, the level of skills varies among the workforces in de-
veloping countries (World Economic Forum 2017). As a result, the pace of automation
within the developing countries differs accordingly. In the future workforce, emphasis
on growing the basic literacy and numeracy skills for students will be crucial for em-
ployability and acquiring new skills (OECD 2016c¢). Equally important is learning “the
language of the future.” Developing coding and programming skills is essential to the
future of work and there is abundant demand for these abilities. In 2015, almost one-
third of the 25 million job opening in the U.S. required software development-related
skills (Burning Glass Technologies 2016). Elsewhere, Nordic countries like Denmark
and Finland project shortages in professionals with computer skills. It is estimated
that Denmark will need 19,000 Information Technology (IT) professionals by 2030. Fin-
land, meanwhile, was reported to need 7,000 software developers in 2016 (Daxx 2017).
Germany is suffering from similar problems; in 2016, there were 51,000 job vacancies
in the IT sector and in IT positions in the other sectors (Bitkom 2016). Filling the va-
cancies will require teaching the necessary skills to natives and immigrants, including
refugees. Initiatives like New American Code in the U.S., HackYourFuture in Denmark,
Integrify in Finland, and ReDI School of Digital Integration in Germany are equipping
refugees with the necessary education and preparing them for the future of work.

3. The age dependency ratio relates the number of children (0-14 years old) and older persons (65 years or
over) to the working-age population (15-64 years old).

T20 SAUDI ARABIA



Relevant to technology penetration into economies is the associated transformation
in the labor force, namely polarization: the decline of middle-skills jobs and greater
concentration of employment at the top and bottom ends of the skills distribution.
Technology affects polarization in two ways. First, it reduces employment in routine
and cognitive tasks. Consequently, displaced workers are pushed into less-routine
jobs at the lower end of the skills spectrum. Second, technology increases the de-
mand for workers in higher skilled and, to a lesser extent, lower skilled occupations.
It therefore expands the concentration at the two ends of skills range. This process is
called Routine-Biased Technological Change (RBTC) (Autor, Levy and Murnane 2003)
and explains the declining demand for middle-skilled jobs and the increasing labor
force polarization. The role of technology in polarizing the labor force and in deindus-
trialization is more evident in developed countries (OECD 2018a). Therefore, the share
of middle-skilled occupations is declining in all sectors of the economy (OECD 2018b).
In a similar context, upskilling and reskilling are necessary interventions to cope with
job transitions in the labor market (World Economic Forum 2019). Upskilling refers
to “learning new competencies to stay in current role, due to the change in skills re-
quired, or adding certain competencies for career progression.” Reskilling refers to
“learning new sets of competencies to transition to a completely new role.”

The driver of polarization in developing countries happens differently. The loss of mid-
dle-skilled jobs to high-and-low skilled jobs is mostly due to the decline in specific
sectors. Hence, the polarization between industries is more evident in, for example,
Indonesia and Turkey, while polarization within industries is more relevant in Brazil
and South Africa. Therefore, polarization in developing countries is driven by structur-
al transformation: “reallocation of employment from less [polarized] sectors (agricul-
ture, but also manufacturing in some countries) to more [polarized] service sectors,”
rather than by technology (Soto 2019). This transformation assisted economic growth
in emerging and developing economies (Baymul and Sen 2017). It also resulted in
the growth of jobs requiring cognitive tasks (Aedo et al 2013; Apella and Zunino 2017).
Nevertheless, a decent share of employment in developing countries consists of oc-
cupations with content still based on manual tasks. Combined with growth in jobs
requiring cognitive tasks, workforces of the developing countries are more vulnerable
to worker displacement driven by Routine-Biased Technological Change (Soto 2020).
As such, imposing severe challenges for workers whether they are locals or immi-
grants, to firms, and policymakers.

The second source of competition within labor markets relates to human mobility.
The International Organization of Migration (IOM) indicated that the total number of
international migrants in 2019 was 272 million, including 25.9 million refugees. While
68% of international migrants are in high income countries, refugees are in different

TASK FORCE 9. MIGRATION AND YOUNG SOCIETIES



situations. The overwhelming number of refugees are located in developing coun-
tries, namely: Turkey, Pakistan, Uganda, and Sudan (McAuffile and Khadria 2020).

Developing countries should utilize the benefits of hosting forced migrants who
expand the labor market for locals. This eases the transition to the future of work.
One example of a developing country with a large number of forcibly displaced mi-
grants is Turkey. The arrival of Syrians was relatively sudden and not motivated by the
availability of jobs in the Turkish labor market. Therefore, the impact of Syrians’ influx
is expected to be, at least in the short-term, negative in the form of displacing locals
from the labor market. There are signs that this displacement is already occurring in
the informal economy. The most affected groups being the less educated and wom-
en who experienced net displacement from the Turkish labor market. On the other
hand, the penetration of Syrians into the informal economy triggered occupational
upgrading in the form of increased employment for locals in the formal economy,
particularly for men without high school degrees (Del Carpio and Wagner 2015).

The occupational upgrading of Turks in the aftermath of influxes of Syrians can be
also seen with the entry of firms. There were increases in firm entries in provinces
hosting refugees and no increases in firm exits (Akgunduz et al 2015). Thus, the find-
ings suggest that refugees encourage the generation of formal jobs. Furthermore,
and in line with occupational upgrading, the increase in low skilled Syrian workers in
Turkey helped increase the complexity of tasks performed by locals from less manual
tasks to more abstract ones (Akgunduz and Torun 2019).

The global slowdown in the economy is taking its toll on a critical instrument
for developing countries and immigrants: remittance. International remittance
has been negatively affected by the consequences of COVID-19. It has aggravated
the situation of families left behind and unfavorably impacted activity in the real
economy of developing countries. For the former, remittance impacts development
along different lines, including alleviation of poverty, investment in human capital,
and entrepreneurship activities. For the latter, received remittance as a percentage
of Gross Domestic Production (GDP) is integral to many economies, especially poorer
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ones: 6.6% in low-income economies; 4.4% in lower middle-income economies; 1.5%
in middle-income economies; 0.7% in upper middle-income economies; and 0.3% in
high-income economies.* However, the economic aftermath of COVID-19 suggests
different decreases in remittance sent to all regions (World Bank 2020). Therefore,
there is an urgent need to readdress the costs of sending remittance. This is associ-
ated with finding the cheapest medium to transfer money. Here, FinTech companies
stand out as the solution. TransferWise, WorldRemit, and InstaRem are a few exam-
ples of players reshaping the dynamics of sending remittance.

Notwithstanding the strains of COVID-19 on the emerging and developing econo-
mies, local leadership is playing a decisive role in assisting immigrants in alleviat-
ing the consequences of the virus. The International Monetary Fund estimates that
the overall budget deficits of the emerging and developing economies will almost
double in 2020, from 4.8% in 2019 to 9.1%. This will be partially due to loosening fiscal
policy interventions due to COVID-19 pandemic. Coupled with decline in real growth
rate of GDP per capita since 2013, and with risks of increased spread of the virus, the
financial safety net of emerging and developing economies is waning and requires
international support (IMF 2020).

Moreover, the same economies are home to the largest populations of refugees in
the world. Istanbul, for example, is home to one million immigrants including 500,000
Syrians. The metropolitan municipality launched a social assistance program to pro-
vide for anyone of the 16 million Turks and one million immigrants who could be af-
fected by consequences of the virus (Evrensel 2020). In Medellin, Colombia, the mu-
nicipality is working with an NGO so that Venezuelans receive physiological support
and navigate bureaucracy to access health services (Humanity & Inclusion 2020).

The local response, however, needs international support to address a critical
subject: difficulties facing refugee children’s accessibility to education during
the pandemic. The breakout of the pandemic necessitated social distancing as the
only control variable for protection. While physical distancing is a protective measure,
distance learning can be an unaffordable luxury for refugee students. The policy of
suspending schools as a temporary containment measure turned into a common
practice in numerous countries. As an alternative, ministries of education resorted
to piloting e-learning or broadcasting lessons on national TV channels. This type of

4, World Bank: Personal remittance, received (% of GDP). https://data.worldbank.org/indicator/BX.TRF.
PWKR.DT.GD.ZS.
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learning requires access to internet and the possession of technological devices (e.g.
computers, tablets and/or television). The lack of these necessities prevented refugee
children from participating in distance learning in Turkey (ASAM 2020; ESSN 2020).
The situation is equally difficult in other locations. Syrians in Jordan, for example,
have the same educational barriers as only 2% of households own computers (Tiltnes,
Zhang and Pederson 2019).

Immigrants are urban dwellers and local leadership is key to fostering immigrants’
innovation and integration. Immigrant entrepreneurs are tech savvy and possess
the potential to ride the wave of the future of work by engaging in the gig economy.
The megacity of Istanbul is witnessing the birth of new gig platforms established by
immigrants. For example, one immigrant entrepreneur developed a mobile applica-
tion for online shopping. The app chiefly targets Arab customers and allows them to
shop on a platform with 3,000 different products.® A second example comes from
the border province of Gaziantep where another immigrant entrepreneur first estab-
lished a company specialized in the domestic sales of electronics. Then, the company
launched an e-commerce platform with the purpose of exporting electronics world-
wide.® Syria Desk, an in-house program in the chamber of commmerce in Gaziantep,
won the Best Unconventional Project prize for its role in providing support and guid-
ance for immigrant entrepreneurs. The Chamber of Industry in Gaziantep also won
the prize for the best education project. The project focused on vocational education
that facilitated skill development for Turks and Syrians and integrating them into the
labor market (ICC 2019).

Recommendations for G20:

The domestic economies of the G20 are showing various degrees of adaptability to
new technologies. Hence, the preparation for the future of work will be asymmetric.
The COVID-19 pandemic will further skew the classic working environment.
Immigration, furthermore, will also be an integral part of the new reality. The solutions
are interrelated and are built on foundations of solidarity and sharing responsibility.
Therefore, the G20 should consider:

5. Pazarapp website, accessed April 13, 2020. https://www.pazarapp.com/ari#about_section.
6. NoonTek Market website, accessed April 13, 2020. https://www.noontek.com.
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- Assisting emerging and developing economies to stop further deterioration of their
real economic activity due to imminent debt servicing problems, as hard currency
earning capacity is declining rapidly in both due to global economic slowdown.
Additionally, currency crisis due to dollar liquidity is a relevant issue and addressing
it is important when discussing debt servicing problems. Debt relief for low income
countries agreed upon by G20 leaders is only the necessary first step. COVID-19 is
now impacting developing countries; the number of positive cases is increasing
in Brazil, Russia, India, Peru, Pakistan, and Bangladesh. Keeping in mind that
developing countries are home to 84% of the world'’s forcibly displaced migrants,
G20 should be more active in preventing a developing country debt crisis that is
highly likely. In a world where there is no sovereign debt relief mechanism, G20
needs to follow the recommendations of their Eminent Persons Report to improve
global liquidity in times of crisis.

- Responding in collective solidarity to combat the spread of COVID-19. The response
must be swift, particularly to support countries hosting immigrants, especially
forcibly displaced ones. The World Health Organization (WHO) clearly identifies
hygiene as an essential factor to reduce the possibility of contracting the virus.
However, forcibly displaced populations are at a greater risk of exposure due to
their lack of essentials necessary to meet basic needs. For example, one-third of
Syrians in Turkey, do not have access to basic hygiene items (World Doctors 2019).
The support mechanism already exists, Facility for Refugees in Turkey (FRIT), and
the stakeholder to function and distribute the necessary hygiene items when
almost everyone is advised to remain at home is also obvious: localities.

- Pledging to reduce the cost of sending remittance to 5% through supporting
effective new FinTech measures. This goal was on the G8 agenda in 2009 and the
G20 agenda in 2011 and 2014, but it has not yet been achieved. Reducing the cost of
sending remittance means saving money for migrant families and thus improving
their living conditions. Furthermore, the reduction in costs will assist developing
countries in amplifying the benefits of the remittance-development nexus.
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- Providing equal internet access and other necessary tools to all children to facilitate
accessibility to online education during the COVID-19 crisis. Access to education
is important both to alleviate rising inequalities and to prepare kids for the future
of work. The difficulty of accessing education has shifted from problems with
directly accessing schools to hardships associated with accessing online education
platforms. The latter requires access to a set of new capabilities for a child to be
successful: a computer, an internet connection, and access to a private room. As
a first step, G20 could opt for vulnerable populations to have broadband internet
access and coordinate with the United Nations Educational, Scientific, and Cultural
Organization (UNESCO) to lead the service.

- Supporting a bottom-up approach to prepare for the future of work and immigrants’
inclusivity by engaging with stakeholders at the local level, namely municipalities,
chambers of commerce and industry, business associations, and NGOs. Bringing
all the relative stakeholders at the local level to one space, like Mayors Migration
Council for example, will generate a diverse pot of ideas covering all perspectives
from various localities. This will set the stage for a hybrid global example where
robust policies for the future of work will demonstrate how to cope with the long-
term implications of the future of work and immigration.

- Complementing the Global Compact for Safe, Orderly, and Regular Migration, and
the Global Compact for Refugees with skills development tools that are necessary
for countries of origin and destination. The Compacts are essentially moral. The
Compacts should be operationalized with an element of economic practicality by
supporting the aforementioned reskilling and upskilling of the labor force. This
could revive global resettlement efforts, equip immigrants with the necessary
skillset for the future of work, and expedite their integration process in destination
countries.
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Disclaimer
This policy brief was developed and written by the authors and has undergone a peer

review process. The views and opinions expressed in this policy brief are those of the
authors and do not necessarily reflect the official policy or position of the authors’

organizations or the T20 Secretariat.
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